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SECURITIES  AND  EXCHANGE 
COMMISSION 

[17  CFR  Part  240] 

[RaiMM  No.  34-15885;  Hie  No.  87-784] 

Proposed  Rule  To  Make  Available  to 
the  Municipal  Securities  Ruiemaking 
Board  CofMes  of  Reports  of 
Compliance  Examinations  of  Municipai 
Securities  Brokers  and  Municipai 
Securities  Deaiers 

agency:  Securities  and  Exchange 
Commission. 

action:  Proposed  rulemaking. _ 

summary:  The  Commission  proposes  to 
adopt  a  rule  to  make  available  to  the 
Municipal  Securities  Rulemaking  Board 
copies  of  reports  of  compliance 
examinations  of  municipal  securities 
brokers  and  municipal  securities 
dealers.  The  Securities  Exchange  Act  of 
1934  directs  the  Commission  to  make 
available  to  the  Municipal  Securities 
Rulemaking  Board,  upon  request,  copies 
of  reports  of  examinations  made  by  the 
Commission,  or  furnished  to  it  by 
appropriate  regulatory  agencies,  subject 
to  such  limitations  as  the  Commission 
establishes  by  rule  as  necessary  or 
appropriate  in  the  public  interest  or  for 
the  protection  of  investors. 

DATES:  Comments  should  be  submitted 
on  or  before  June  27, 1979. 

ADDRESSES:  Interested  persons  should 
should  submit  three  copies  of  their 
views  and  comments  to  Ceurge  A. 
Fitzsimmons,  Secretary,  Securities  and 
Exchange  Commission,  500  North 
Capitol  Street,  Washington,  D.C.  20549. 
All  submissions  will  be  made  available 
for  public  inspection  at  the 
Commission’s  Public  Reference  Section, 
Room  6101, 1100  L  Street,  NW.. 
Washington,  D.C.  and  should  refer  to 
Securities  and  Exdiange  Commission 
File  No.  S7-784. 

FOR  FURTHER  INFORMATION  CONTACT: 

Marcia  L  MacHarg,  Esq.,  Office  of  Self- 
Regiilatory  Oversi^t,  Division  of 
Market  Regulation,  Securities  and 
Exchange  Commission,  500  North 
Capitol  Street,  Washington,  D.C.  20549, 
202-755-7128. 

SUPPLEMENTARY  INFORMATION:  *1110 
Securities  and  Exchange  Commission 
announced  today  that  it  has  published 
for  comment  proposed  rule  15Bc7-l  (17 
CFR  240.15Bc7-l]  to  make  available  to 
the  Municipal  Securities  Rulemaking 
Board  (the  “MSRB”)  copies  of  reports  of 
compliance  examinations  of  mimicipal 
securities  brokers  and  municipal 
securities  dealers,  pursuant  to  Section 


15B(c)(7)  of  the  Securities  Exchange  Act 
of  1934  (the  "Act")  (15  U.S.C.  78o- 
4(cJ(7]).  Section  l^(c)(7)  directs  the 
Commission  to  make  available  to  the 
MSRB,  upon  request,  copies  of  r^xnla  of 
examinations  made  by  die  Commission, 
or  furnished  to  it  by  appropriate 
regulatory  agencies,  subject  to  such 
limitations  as  the  Commission 
establishes  by  rule  as  necessary  or 
appropriate  in  the  public  interest  or  for 
the  protection  of  investors. 

Background 

The  Securities  Acts  Amendments  of 
1975  (“1975  Amendments’’)*  provided  for 
the  establishment  of  the  MSRB  to  adopt 
rules,  subject  to  Commission  approval, 
relating  to  trading  in  municipal 
securities  and  the  activities  of  municipal 
securities  brokers  and  municipal 
securities  dealers.  Congress  intended  to 
provide  the  MSRB  with  “ample 
opportunity  to  develop  responsible  rules 
for  the  industry.”  *  Compliance 
examinations  are  a  source  of  current 
information  which  the  MSRB  may  use  to 
monitor  the  activities  of  municipal 
securities  professionals,  and  Section 
15B(c)(7)  of  the  Act  provides  a 
mechanism  for  giving  the  MSRB  access 
to  reports  of  such  examinations.* 

Compliance  examinations  of 
municipal  securities  brokers  and 
municipal  securities  dealers  are 
conducted  periodically* by  the 

■  Pub.  L  No.  94-29  Qune  4, 1975). 

*  Report  of  the  Senate  Committee  on  Banking. 
Housing  and  Urban  Affairs  to  Accompany  S.  240  (S. 
Rep.  No.  75)  94th  Cong.,  let  Sees.  48  (1975). 

*SectiaQ  lSB(cX7)(B)  of  the  Act  reads  u  foUowK 
A  registered  societies  association  shall  a 
report  of  any  examination  conducted  pursuant  to 
subsection  (b)(2)(E)  of  this  section  and  promptly 
famish  the  Commission  a  copy  thereof  and  any  data 
supplied  to  H  in  connection  with  such  examination. 
Subject  to  such  limitations  as  the  Commisaioo.  by 
rule,  determines  to  be  necessary  or  appropriate  in 
the  public  interest  or  for  the  protection  of  investors, 
the  Commission  shall,  on  request  make  available  to 
the  Board  a  copy  of  any  report  of  an  examination  of 
a  municipal  seoirities  broker  or  municipal  securities 
deeler  made  by  or  famished  to  the  Commission 
pursuant  to  this  paragraph  or  Section  17(c^S)  of  this 
tide. 

*Tbe  MSRB  adopted  rule  G-16  pursuant  to 
section  15B(b)(2)(E)  of  the  Act  (15  U.S.C.  78o- 
4(b)(2)(E)),  whi(^  authorizes  the  MSRB  to  propose 
and  adopt  rules  to  provide  for  periodic 
examinations  of  “municipal  seoirities  brokem  and 
municipal  securities  dealers  to  determine 
compliance  with  applicable  provisions”  of  die  Act 
rules  promulgated  thereunder,  and  MSRB  rules.  Rule 
G-16  was  approved  by  the  Commission  in  Securities 
Exchange  Act  Release  No.  14324  (Dec.  2A 1977),  and 
provides:  At  least  once  each  twenty-four 
each  municipal  securities  broker  and  municipal 
securities  dealer  shall  be  examined  in  accordance 
.with  Section  15B(c)(7)  of  the  Act  to  determine,  at  a 
minimum,  whether  such  municipal  securities  broker 
or  municipal  securities  dealer  and  its  associated 
persoiu  isre  in  compliance  with  all  applicable 
provisions  of  the  Act  and  rules  and  re^aUooa  of 
the  Commission  thereunder. 

Section  15B(cK7)(A)  of  the  Act  providea  that 
examinations  s^U  be  conducted  by  the 


Commission,  the  NASD,  and  the 
appropriate  bank  regulatory  agencies.* 
Section  15B(c](7)(B)  provides  that  the 
Commission  will  make  available  to  the 
MSRB,  upon  request,  copies  of  reports  of 
examinations  of  municipal  securities 
brokers  or  municipal  securities  dealers 
made  by  or  furnished  to  the 
Commission, 'subject  to  such  limitations 
as  the  Commission,  by  rule,  deems 
necessary  or  appropriate  in  the  public 
interest. 

On  February  16, 1979,  the  MSRB 
submitted  a  written  request  to  the 
Commission  pursuant  to  Section 
15B(c)(7)  of  the  Act  for  copies  of  reports 
of  examinations,  or  information 
contained  in  reports  of  examinations,  of 
municipal  securities  brokers  and 
municipal  securities  dealers  made  by  or 
furnished  to  the  Commission.*  The 
proposed  rule  would  make  information 
from  reports  of  such  exminations 
available  to  the  MSRB,  subject  to 
limitations  designed  to  protect  the 
confidentiality  of  such  information  and 
to  establish  procedures  for  furnishing  it 
to  the  MSRB. 

The  Proposed  Rule 

The  proposed  rule  would  require, 
prior  to  the  Commission’s  furnishing  any 
information  to  the  MSRB,  that  the  MSRB 
establish  by  rule,  and  thereafter 
maintain,  adequate  procedures  for 
ensuring  the  confidentiality  of 
information  made  available  to  it 
pursuant  to  Section  15B(c)(7)  of  the  Act.* 

Commisrion,  the  NASD,  or  the  appropriate  bank 
regulatory  agency. 

*The  term  “appropriate  regulatory  agency"  is 
defined  in  Section  3(a)(34)(A)  of  the  Act  (15  U.S.C 
7lc(34)(A)).  The  Comptroller  of  the  Currency,  the 
Board  of  Governors  of  the  Federal  Reserve  System, 
and  the  Federal  Deposit  Insurance  Corporation  are 
the  appropriate  regulatory  agencies  for  municipal 
Mcurities  dealers  which  are  banks  or  separately 
identifiable  departments  or  divisions  of  banks 
ragulated  by  those  agencies.  The  term  “separately 
idantifiable  department  or  division”  is  defined  in 
hGRB  rule  G-1  pursuant  to  Section  3(a)(30)  of  the 
Act  (15  U.S.C  78c(30)). 

'Section  15B(c)(7)  of  the  Act  requires  that  copies 
ui  examination  reports  of  municipal  securities 
brokers  or  dealers  made  by  the  NASD  shall  be 
fornished  to  the  Commission.  Section  17(c)(3)  of  the 
Act  (15  U.S.C.  78q(c)(3))  provides  that  the 
appropriate  bank  r^ulatory  agency  for  a  bank 
■winidpel  securities  dealer  shall  furnish  to  the 
Commiisaion.  upon  request,  copies  of  reports  of 
examinations. 

'Under  the  proposed  rule,  the  Commission  would, 
OB  a  continuing  basis,  make  information  fitim 
i^rts  of  examinations  available  to  the  MSRB 
within  thirty  (30)  days  after  such  information  is 
received  by  the  Commission. 

*The  MSRB  has  specified  terms  and  conditions 
which  it  is  prepared  to  meet  because  of  the 
confidential  nature  of  the  information  which  would 
bo  fornished  to  it  under  the  proposed  rule.  These 
tanas  include  presenting  information  to  members  of 
the  MStB  only  in  summarized  form  which  would 
not  permit  identification  of  the  subjects  of 
axaminatloBs.  maintaining  copies  of  examination 

Footnotes  con^ued  on  next  page 
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In  addition,  the  proposed  rule  would 
provide  that  any  information  made 
available  to  the  MSRB  must  not  identify 
a  mimicipal  securities  broker  or  dealer, 
or  associated  person  which  is  the 
subject  of  an  examination  report*  Any 
information  identifying  the  subject  of  the 
examination,  which  would  be  required 
by  the  proposed  rule  to  be  furnished  to 
the  Commission  as  a  basis  for  its 
recordkeeping  system,  would  be  deleted 
by  the  Conunission  prior  to  making 
copies  of  reports  available  to  the  MSRB. 

As  an  alternative  to  furnishing  the 
entire  examination  report  the  proposed 
rule  would  allow  for  relevant 
information  to  be  extracted  from 
examination  reports  and  provided  to  the 
MSRB  on  a  separate  reporting  form.  This 
alternative  would  provide  the  MSRB 
with  access  to  the  types  of  current 
information  on  the  activities  of 
municipal  securities  brokers  and  dealers 
which  the  MSRB  has  indicated  are 
important  to  its  effectiveness  as  a 
rulemaking  body  without  disclosing  the 
identity  of  the  subject  of  the 
examination. 

The  schedule  of  information  to  be 
followed  by  those  examining  entities 
that  choose  to  use  a  separate  reporting 
form  is  general  in  nature.  The  MSRB 
staff  has  indicated  to  the  Commission 
that,  while  the  MSRB  is  interested  in 
obtaining  particular  items  of  information 
from  examination  reports,  it  does  not 
require  information  specifically 
identifying  any  municipal  seciuities  ' 
broker,  municipal  securities  dealer,  or 
associated  person.  Accordingly,  the 
schedule  of  information  to  be  contained 
in  a  separate  form,  while  responsive  to 
the  legislative,  intent  of  providing  the 
MSRB  with  important  and  useful 
information  contained  in  reports  of 
examinations  of  municipal  securities 
brokers  and  dealers,  would  take  account 
of  legitimate  concerns  that  even 
apparently  general  information  could  be 


Footnotes  continued  from  last  page 
reports  in  a  locked  file  cabinet  «vith  access  limited 
to  senior  MSRB  staff  members,  and  emphasizing  to 
staff  members  the  requirements  of  the  MSRB  code 
of  conduct  with  resp^  to  the  confidentiality  of 
information  which  they  may  obtain  in  their  capacity 
as  MSM  employees. 

*Information  contained  in  bank  examination 
reports  is  exempted  firom  the  public  disclosure 
requirements  of  the  Administrative  Procedure  Act 
See  S  U.S.C  552(bH8).  See  also  17  CFR  200.80(bK8) 
which  provides  that  examination  reports  furnished 
to  the  Commission  by  a  regulatory  entity 
respoiuible  for  a  finudal  institution  constitute 
nonpublic  matter.  In  addition,  there  is  a  statutory 
prohibition,  applicable  to  eadi  federal  bank 
regulatory  agency,  agaiiut  disclosure  of  the  contents 
of  confidential  bank  examiantion  reports  unless 
expressly  permitted  by  law.  See,  ag.  12  CFR  4.18, 
which  prohibits  disclosure  of  material  in 
confidential  examiruition  reports  prepared  by  the 
Office  of  the  Comptroller  of  the  Currency  under 
penalty  of  law. 


used,  in  some  instances,  to  identify 
certain  municipal  securities  brokers  and 
dealers  which  are  the  subjects  of 
examination  reports.^* 

Under  the  proposed  rule,  the 
Commission  itself  could  furnish  the 
MSRB  with  information  from  any 
examination  report  in  whatever  format 
it  deems  appropriate.  That  provision 
would  allow  the  Commission  the  choice 
of  furnishing  the  MSRB  with  a  separate 
form,  rather  than  a  copy  of  the  full 
examination  report,  provided  that  the 
separate  form  contains  as  much  of  the 
information  specified  in  the  proposed 
rule  as  is  available  from  the  actual 
examination  report. 

The  NASD  and  the  three  federal  bank 
regulatory  agencies  would  also  be  able 
to  make  use  of  a  simplified  separate 
reporting  form  imder  the  proposed  rule. 
The  appropriate  examining  entity  could 
have  a  separate  form  completed  by  the 
examiner  at  the  time  of  the  examination, 
or  have  the  form  filled  out  subsequent  to 
the  examination  by  personnel 
experienced  in  reviewing  reports  of 
examinations  of  municipal  securities 
brokers  and  dealers.  In  the  alternative, 
of  course,  the  examining  entity  may 
supply  the  Commission  with  a  copy  of 
the  full  examination  report 
The  proposed  rule  would  require  that 
should  the  NASD  or  the  bank  regulatory . 
agencies  choose  to  make  use  of  a 
separate  form,  the  form  must  contain  all 
of  the  information  specified  in  the  rule.*^ 
The  Commission  believes  that  this 
limitation  on  the  use  of  separate  forms 
would  result  in  a  supply  of  information 
from  examination  reports  to  the  MSRB 
which  is  complete  and  uniform, 
regradless  of  the  examining  entity  or  the 
municipal  securities  broker  or  dealer 
examined.  The  Commission  and  the 
MSRB  believe  that  use  by  all  reporting 
agencies  of  the  separate  form  would  be 
particularly  helpful  to  the  MSRB,  which 
intends  to  compile  aggregate 
information  on  transactions  in  municipal 
seciuities  and  on  the  activities  of 
municipal  securities  brokers  and 
municipal  securities  dealers  in  order  to 


**For  example,  the  separate  form  does  not  require 
an  indication  of  the  geographic  region  where  the 
subject  of  the  examination  is  located,  since  the 
number  of  bank  municipal  securities  dealers  in 
some  areas  of  the  country  is  so  small  that  it  might 
be  possible  to  identify  a  particular  bank  dealer 
simply  by  knowing  what  part  of  the  country  it  is  in. 
and  whi^  bank  is^ator  conducted  the 
examination. 

“  Most  of  the  information  specified  is  already 
contained  in  full  examination  reports.  Hie  NASD 
and  the  bank  regulatory  agencies  have  indicated 
that  any  other  iiiormation  required  is  readily 
available  to  examiners.  We  understand  that  the 
regulatory  entities  intend  to  redesign  their 
examination  reports  in  order  to  meet  the 
requirements  for  using  the  separate  form  optioiu. 
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aid  it  in  carrying  out  its  rulemaking 
functions. 

The  information  which  the  proposed 
rule  would  require  separate  reporting 
forms  to  contain  falls  into  three  general 
categories. 

First,  the  MSRB  would  be  provided 
with  sufficient  information  to  categorize 
the  report  by  appropriate  regulatory 
agency  conducting  the  examination  and 
by  the  type  or  scope  of  the  examination. 

Second,  the  MSRB  would  be  provided 
with  appropriate  information  indicating 
the  size  of  the  mimicipal  securities 
broker  or  dealer.  For  bank  municipal 
securities  dealers  and  bank  dealers 
registered  as  separately  identifiable 
departments  or  divisions,  the 
information  required  would  be  the 
appropriate  total  asset  range  of  the  bank 
itself.  The  proposed  rule  would 
designate  six  asset  categories  within 
whi^  a  bank  might  fall.  For  SECO** 
municipal  securities  brokers  or  dealers 
and  broker-dealers  regulated  by  the 
NASD,  the  proposed  ^e  would  require 
designation  of  whether  the  broker  or 
dealer  examined  is  a  main  office  or 
branch  office,  and  for  main  office 
examinations,  the  appropriate  tentative 
net  capital  of  the  broker-dealer.**  If  the 
subject  of  an  examination  is  a  dealer, 
designation  of  whether  or  not  the  dealer 
engages  solely  in  transactions  in 
municipal  and  other  exempted  securities 
would  be  required.  In  addition,  since 
this  second  category  of  information 
focuses  on  the  size  of  the  municipal 
securities  broker  or  municipal  securities 
dealer  or  of  the  entity  of  which  it  may  be 
a  part,  the  number  of  municipal 
securities  principals,  municipal 
securities  representatives,  and,  if  an 
examination  of  a  broker-dealer,  the 
number  of  financial  and  operations 
principals  associated  with  the  broker  or 
dealer,  is  required  under  the  proposed 
rule. 

The  third  category  of  information 
concerns  information  characterizing  the 
trading  activities  of  the  subject  of  the 
examination  report  In  particular,  the 
proposed  rule  would  require  that 
observations  of  apparent  violations  of 
any  applicable  provision  of  the  Act  and 
rules  and  regulations  promulgated 
thereunder,  including  MSRB  rules,  be 
furnished,  along  with  information 
identifying  the  applicable  provision  or 
rule,  as  well  as  a  description  of  the 
circumstances  of  the  violation,  and 


**The  SECO  (Securities  and  Exchange 
Commission  Only)  program  is  an  option  provided  to 
brokers  and  dealm  wto  do  not  wish  to  join  the 
NASD  and  are  not,  therefore,  members  of  a  national 
securities  association. 

**500 17  CFR  240.15c3-l,  which  sets  forth  the  net 
capital  requirements  for  brokers  or  dealers. 
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whether  or  not  die  violation  is  of  a 
continuing  nature. 

The  proposed  rule  would  require  that 
information  on  any  corrective  action 
taken  or  recommended  be  provided  to 
the  MSRB.  llie  Commission  intends  that 
this  information  reflect  the 
recommendations  of  the  examiner, 
rather  than  the  final  determination  of  a 
district  business  conduct  committee  or 
any  odier  reviewing  entity.  The 
examiner’s  findings  are  particulaiiy 
important  in  this  area,  since  disciplinary 
action  taken  or  recommendations  made 
pursuant  to  the  examiner’s  report  often 
may  be  completed  months  after  the 
actual  examination  date.  Since  effective 
analysis  of  trading  activity  in  the 
municipal  securities  maiket  is 
dependent  upon  a  supply  of  current 
information  to  the  MSRB,  die  proposed 
rule  would  cover  only  those  actions 
taken  or  recommended  by  the  examiner 
in  connection  with  the  examination 
itself. 

Finally,  comments, in  the  examination 
report  made  by  the  examiner  concerning 
any  questionable  practices  relating  to 
the  municipal  securities  broker  or  dealer 
activities  of  the  subject  of  the 
examination  must  also  be  included  in 
any  separate  form  provided  to  the 
MSRB.  This  information  is  intended  to  « 
go  beyond  observations  ccmceming 
municipal  securities  activities  which 
may  already  be  covered  by  provisions  of 
the  Act  or  the  rules  of  the  MSRB. 

General  observations  on  municipal 
securities  trading  practices  which  seem 
unusual  or  inappropriate  could  be 
particularly  useful  to  the  MSRB  in 
identifying  areas  of  potential  concern. 
This  type  of  information  may,  for 
example,  reveal  loopholes  in  the  existing 
regulatory  structure  or  unorthodox 
trading  practices. 

In  addition,  the  proposed  rule  requires 
that  any  separate  form  furnished  to  the 
Commission  contain  the  name  and  SEC 
registration  number  of  the  municipal 
securities  broker  or  municipal  securities 
dealer  examined.  This  mformation 
would  be  deleted  by  the  Commission 
prior  to  making  available  the  separate 
form  to  the  MSRB,  but  would  serve  as 
the  basis  for  the  Commission’s 
recordkeeping  system  for  separate  forms 
supplied  to  it  un^r  the  pressed  rule. 

The  proposed  rule  provides  that  all 
copies  of  reports  of  examinations  made 
by  or  furnished  to  the  Commission  and 
any  separate  forms  furnished  to  die 
Commission  pursuant  to  the  rule  will  be 
kept  in  nonpnbUc  files,  since  the 
information  contained  in  examination 
reports  is  striedy  confidential  unless 
access  is  authorised  by  statute. 


All  interested  persons  are  invited  in 
submit  comments  on  proposed  Rule 
15Bc7-l.  Commenters  should 
particularly  consider  whether  the 
conditions  of  the  proposed  rule  designed 
to  protect  the  identity  of  the  examinees 
are  sufficient  Commenters  should 
submit  three  copies  of  their  views  on 
proposed  rule  15Bc7-l  in  writing  to 
George  A.  Fitzsimmons,  Secretary, 
Securities  and  Exchange  Commission, 

500  North  Capitol  Street  Washington, 
D.C  20549,  not  later  than  June  27. 1979. 
All  communications  should  refer  to  File 
No.  S7-784  and  vrill  be  available  for 
public  inspection  at  the  Commission’s 
Public  Reference  Room.  Room  6101, 1100 
L  Street  NW.,  Washington,  D.C. 

Rule  15Bc7-l  (17  CFR  240.15Bc7-l)  is 
proposed  to  be  adopted  by  the 
Securities  and  Exchange  Commission 
pursuant  to  the  Securities  Exchange  Act 
of  1934,  as  amended  (15  U.S.C.  78a  et 
seq.),  and  particularly  Sections  15B,  17, 
and  23  (15  U.S.C  78o-4. 78q,  and  78w). 
The  text  of  the  proposed  rule  is  as 
follows: 

§  240.15Bc7*1  AvaHabMty  of  examination 
reports. 

(a)  Upon  written  request,  copies  of 
any  report  of  an  examination  of  a 
municipal  securities  broker  or  municipal 
securities  dealer  made  by  the  ’ 
Commission  or  furnished  to  it  by  a 
national  securities  association  pursuant 
to  Section  15B(c)(7)(B)  of  the  Act  or  by 
the  appropriate  re^atory  agency 
pursuant  to  Section  17(c)(3)  of  the  Act 
shall  be  made  available  to  the  Municipal 
Securities  Rulemaking  Board  (the 
TBoard”)  by  the  Commission  within 
thirty  dajrs  after  receiving  such  report, 
subject  to  the  following  limitations: 

(1)  The  Board  shall  establish  by  rule 
and  shall  maintain  adequate  procedures 
for  ensuring  the  confidentiality  of  any 
information  made  available  to  it  by  die 
Commission  pursuant  to  Section 
15B(c)(7}(B)  of  the  Act; 

(2)  Information  made  available  to  the 
Board  shall  not  identify  any  municipal 
securities  broker,  municqial  securities 
dealer,  or  associated  person  which  is  the 
subject  of  an  examination  report; 

(3)  If  information  is  made  available  to 
the  Board  by  the  Commission,  the 
Commission  may  famish  the  Board  widi 
such  information  In  any  manner  it 
deems  appropriate,  provided  that,  if  the 
Commission  furnishes  to  the  Board  a 
separate  fonn,  rafiier  than  a  copy  of  any 
report  of  an  examination,  that  form  riiall 
contain  such  of  the  information  set  forth 
in  paragrairfi  (b)  of  this  section  as  is 
availatde  from  die  examination  report; 


(4)  If  information  to  be  made  available 
to  the  Board  is  famished  to  the 
Commissiofi  oo  a  separate  form 
prepared  by  a  national  seenrities 
association  or  by  another  appropriate 
regulatory  agency,  that  form,  rather  than 
a  copy  of  any  report  of  an  examination, 
wifi  be  made  available  to  She  Board, 
provided  that  such  form  contains  the 
information  set  forth  in  paragraph  (b)  of 
this  section  and  is  famished  to  the 
Commission  in  duplicate. 

(b)  Separate  forms  made  available  to 
the  Board  by  the  Commission  parsuant 
to  paragraph  (a)(3)  of  this  section,  v 
furnished  to  the  Commission  by  a 
national  securities  association  or 
another  appropriate  regulatory  agency 
pursuant  to  paragraph  (aX4)  of  t^ 
section,  shall  contain  the  following 
information: 

(1)  The  name  of  the  aj^ropriate 
re^atory  agency  conducting  the 
examination; 

(2)  The  type  or  scope  of  the 
examination; 

(3) (i)  Appropriate  financial  data 
which  indicates  the  size  of  die  municipal 
securities  broker  or  municipal  securities 
dealer,  such  as  dollar  volume,  trading 
volume,  or  other  revenue  data; 

(ii)  If  an  examination  of  a  municipal 
securities  dealer  which  is  a  bank  or  a 
separately  identifiable  department  or 
division  of  a  bank,  designation  of  the 
appropriate  total  asset  category  (under 
$100,0(X),000.  between  $100,000,000  and 
$300,00a000.  between  $300,000,000  and 
$500,000,000,  between  $500,000,000  and 
$1,000,000,000,  between  $1,000,000,000 
and  $5,000,000,000,  in  excess  of 
$5,000,000,000)  of  the  bank;  and 

(iii)  If  an  examination  of  a  broker  or 
dealer,  whether  the  examination  is  of  a 
main  office  or  a  branch  office;  if  an 
examination  of  a  main  office  of  a  briber 
or  dealer,  the  tentative  net  capital  of  the 
broker  or  dealer; 

(4)  If  an  examination  of  a  dealer, 
whether  or  not  the  dealer  engages  solely 
in  transactions  in  municipal  securities 
and  other  exempted  securities; 

(5)  The  number  of  municipal  securities 
prLodpals,  municipal  securities 
representatives,  and,  if  an  examination 
of  a  broker  or  dealer,  die  number  of 
financial  and  operations  principals 
associated broker  or  dealer; 

(0)  Obaerv  seeming  apparent 

violations  of  i  ''e  provision  of 

the  Act  and  Lrit  '  qulations 

thereunder,  incluo  es  of  the 

Board,  identifying  the  * .  ^  cable 
provision  or  r^  and  set^  forth  a 
description  of  die  drcnmstances  of  the 
apparent  violation,  including  whether  or 
not  the  violations  ai^iear  to  be  of  a 
continuing  nature; 
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(7)  Corrective  action  taken  or 
recommended,  if  any;  and 

(8)  Comments,  if  any,  of  the  examiner 
concerning  questionable  practices 
relating  to  municipal  securities  broker  or 
municipal  securities  dealer  activities, 
whether  or  not  covered  by  provisions  of 
the  Act  and  the  rules  and  regulations 
thereunder,  including  the  rules  of  the 
Board. 

(c)  Separate  forms  furnished  to  the ' 
Commission  by  a  national  securities 
association  or  another  appropriate 
regulatory  agency  pursuant  to  paragraph 
(a)(4)  of  this  section  shall  contain  the 
name  and  registration  number  of  the 
municipal  securities  broker  or  municipal 
securities  dealer  which  is  the  subject  of 
the  examination,  which  information 
shall  be  deleted  by  the  Commission 
prior  to  making  available  the  separate 
form  to  the  Board. 

(d)  Copies  of  any  report  of  an 
examination  of  a  municipal  securities 
broker  or  municipal  securities  dealer 
made  by  the  Commission  or  furnished  to 
it  pursuant  to  Section  15B(c)(7)(B)  or 
Section  17(c)(3)  of  the  Act,  or  separate 
forms  made  available  to  the 
Commission  pursuant  to  paragraph 
(a)(3)  or  paragraph  (a)(4)  of  this  section 
will  be  maintained  in  a  nonpublic  file. 

By  the  Commission. 

George  A.  Fitzsimmons, 

Secretary. 

May  30, 1979. 
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